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December 10, 2007

Independent Auditor's Report

The Officers and Board of Directors
The Arc Baton Rouge
Baton Rouge, Louisiana

Members of the Board:
We have audited the accompanying statements of financial position of

The Arc Baton Rouge
{A Non-Profit Organization)
Baton Rouge, Louisiana

as of June 30, 2007 and 2000, and the related statements of activities, functional expenses and cash flows
for the years then ended. These financial statements are the responsibility of the Organization's management.
Qur responsibility is to express an opinion on these {inancial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the Uniled States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the Uinited States. Those standards require that we plan and perform
the audit to oblain reasonable assurance abowt whether the financial statements are free of material
misstatement. An auditincludes examining, on a test basis, evidence supporting the amounts and disclosures
in the financiat stalements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presemation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Arc Baton Rouge as of Jusie 30, 2007 and 2006, and the changes in its net assets
and its cash flows for the years then ended, in conformity with accounting principles generally accepted in
the United Stales of America,




In accardance with Government Auditing Standards, we have also issued our report dated December 10,
2007, on our consideration of The Arc Baton Rouge’s internal control over financial reporting and on our
tests of its compliance with certain provisions of faws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

Yours truly,

WM, //I/Wo & M X’?afd




The Arc Baton Rouge
Statements of Financial Position
June 34, 2007 and 2006

Assets
2007 2006
Assets
Cash and cash equivalents $551,058 $326,016
Investmenis 79,802 70,437
Receivables
Trade 109,078 163,330
State contracts 123,081 413,860
Federal contracts 390,446 2,905
Notes receivable 35,664 38,103
Inventory 15,533 17,615
Property, Plant and Equipment, Net 1,053,521 1,218,322
Deposits 21,323 25,041
Prepaid pension cost 120,045
Total assets 2499,651 2,275,629
Liabilities and Net Assetis
Liabilities
Accounts payable 128,724 123,324
Accrued expenses 258,519 224,246
Accrued pension cost 172,708
Total_liabifities 387,243 520,278
Net Assets
Unrestricted 2,112,408 1,755.351
Total liabilities and net assets 2.499.65] 2,275,629

The accompanying notes are an integral part of these tinancial statements.
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The Arc Baton Rouge
Statements of Activities
Years Ended June 30, 2007 and 2006

Unrestricted Net Assels
Operating:
Unrestricted Revenue and Gains
State contracts
Federal awards
Program sales and service fees
Capital Area United Way
Contributions
Investment return
Public grants and other income

Total unrestricted revenue and gains

Expenses
Program services
General and administrative
Fund raising

Tota) expenses

Increasc in Net Assets From Operating Activities
Non-QOperating:
Pension-related changes other than net
net periodic pension costs
Increase in Net Assels

Net Assels, beginning of year

Net Assets, end of year

The accompanying notes are an integral part of these financial stalements.
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2007

$4,934,585
125,454
567,726
227,841
66,727
12,526

327,606

6.462 465

5,792,722
488,369
2,628

6,283,719

178,746

178,31

357,057
1,755351

2,112,408

2006

$4,5172,226
237,051
633,577
262,755
49,156
6,316

265,345
5.971.426

5,303,433
616,572

2,726

5,922,131

48,695

48,695
1,706,656

1,755,351




8iLttce BLoC

oocer
65616
606'L¥E
LTEer
101
STTLO
198'€E
£36'9¢L
SILLET
4409
1€9°€C
$pEET
$0L0%
LE8'8s1
*Or'Ee
8bLR5T
b 'S

GOL'GEL'Y  BE9'T

LTE9

LoTLsT

876°90¢ 871
LOFB30'PS  DOS'TS

simol  dudwy

LOOT pun j

“SuWRELS Yerotrenry 5oy 7o wed peiBaiur ue s sa30u Suwikuedwoooe ayy

S5 T 7 T < <o G - T S < s - FT6vT Tyivee Wivie Toio
000'8¥

6£6'16 ) S0L'pT Iys's TET01 T8r'9L 8L6'61
5LT PES'LbE £90'C 1Y 001 sT
+98'97 X1 4 S| £pe o€y ozL 8L0% 260'c £49' e
44 65 &5
98 511 LT 76 L rad 16€'E 98L°LT £€Z8'11 005 ver

198°€T 0€E 1¥6°0( 06511
T6rL 16t LTt (274

SIL'LEl 0Tty L8 096 L8391 PES19 rIL'Y SLTE ¢61°0Z
LIE 05’z s g oLl i&b SLE g Thi
96T $EE79Z 8981 F439 0BE'T) L¥TT S€T's 198 981
8y1°zT 00T’ 15t 9L 89T P11l B&€ 191
€09 SL9'vL o9L'g £9 6Lty 6519 6EI'ST 192er g5t 6956
19T9! LS VL gor's 7556 SLLOT A~ WA Z65°62 66%°6E £60'91
E3 R 9sE'Ls NYE i1z 656 £e5'7 ors'6 r03'37 QIR 180°1
SEP0Z T8 O¥S59 [543 00981 LT LyP'SEY

ovi'ps opi'es
CE6'8vT ori'ast's IEV LGS OE5 6L 1LB'sLY 8L610¢ 900'£67° C6E'STL $95°L95 099°29%
or91  omeE WY I&®T T T 06T C EE e e
1TH'EL 989'€3T 61698 95’y L5091 SEV'6I 8i6°18 9yE'6E 168709 PLET
z15'6 387L6L 926'09 a10% L) 869'61 LSY'LE 0Ly $OE'6E £9¢°4T
SSEHOTS ISSLLSES  OI6LLLS 086’595 056'9F18 05€°857% LTITINS Tef'ofes 10£'8C68  Sip'LLES
TR0 par TS I TaAd3S  juemesg FETERY FAEIS0I4 SIALS ST soRag
FLIrnTsY weidosg Aunwwoy  unmwod  sINARS yuamdopaagg e §.920p0y7) ~pgayay  sasudaauy

U _u-a.m. _Qno_nQGQP uvu._qu uwmnudnm nun_‘—n..-chH PEib) Y
Uiy BUBESIAOY OABIRA
LDOT “0¢ 2unp papuy Jvax
sesuadxy peuonduny jo JawAEIg
adnoy woreq Jay ayx

%3 [¥UOToUT] (630 |

3RS pUe] U0 S50
uonRrrdag

SIBRPLAIDUI 0} 0TRSISSY
sasusdxs sy

asuadx3 153}
uonRuodsue uriSolg
$350d%3 My
FDURINSU] [RIBURD
BOnBSUALWIOD S 0N
SasAAXD 23PO

$3unoow pue SO0MGMOY
$onp JIySIAqQUIITA

{eruas yesurdinbs pue ouREsUIEA
MmN

safddng

SIALIS USSP DI
SRIAISS RMATNUOT)

suetd 2)1] pUm WIUNNSY
Bresy aaiojduy
IVLRINIUL PUR sanel fjoadleg
sam[eg
SIYIUS PAR[FY puE uonesuadwo’




"Su3WISIEIS {e1ouRYY 959U JO Wed [RiBaim ve A sajou Fuikuedwodde sy

[CCCl6C 9CLZ L5919 Tireore o £8v 176 SeCvor 0T vOC WYEEP SonerT  rra 0261759
PEREE 6LT'S Py r6 Wiy {557 50L6 9971 8TE9
£6L°€8T 561 $£9°€R1 00T [PE'ZRE 1t 9%
oop'1s B56°1¢ 70%'51 (v} PEO'Z BL9'E a3 171 Yiyd 659 117
Lo¥'S ozIc'r LL6
PIG06 £6T 1L9'06 ¥ 8L'ET 5 €0 423 LEDHT ¥c (A7 3]
£96°72 0967 09€T
S¥s'pL 0E9'EL <9 ] 15§
61051 86 87611 99L 1 95 61262 918'¢ $£9'¢ L1801 SE9'5E EOL'S 0Tl
266°8 £0z's SeL'E 9Te <gp LS Sip L€
BEV Ll Tir's 99601 "'t 80 s L£g's 61E°T 1 1]
ET'61 $9E°81 tL9 L 9 20t 081
LOTTL BOL ¢ LER'8S £9 689'C 0t £r8'1 £ 194 9T6'8 €18 £16'e!
£8L8E1 I Ny 299°cL1 Ligl 9¢p"S 058'6 T gz 9N 423 OrLCT
ool pe 66%°C 109'g¢ 9€ LT 088’1 694 e £99'8 8096 $6T's
£36°CH 689°vZ r62'69 16T°C SPE'T 995'vT $T51 LO¥'LE
120 s
SO669L'F  BTOT  LEL'GEE  Q09L9Ct T8OL TrER93 SEYTII TOrLLT T1gE SRESLI' ebLfLN BSFLIS
(A o7 18081t LS 681 54N 80°¢1 ¥aay LE0T1 LIGTT
(9P 65¢ 10489 992'06T 968'1Y LT6'6 [A21%9 L1907 £8Z°5t 8459 1Lr°EE
L0 08 821 7659'0T L8987 £9s 6B zL8'9 F1£°01 8501 95¥'0% yio'nt 199°'1¢
TPELLE'ES 005°TS LLSTOES 99TTLOET  Sov'of 161188 Lrr'sss TIEFIS  QOV'ELZS  GOFSO0MS  0O9'BHIS 6PCOEMS

SEin]  Jiliy Bpopae Ohang  twerdoag E1x {hiang iy Iy sweidosy  [OOgeS [ANG

2007 punyg {es3uany wesdoay AYPG AWNBWOY AQANAKILY)  SINAIIS  IHIMDOPAN] LT ) e S URIPHLD

JLE ] je10] [LEDI ] =1 Ty 1a1e) nMery Y
-a8enepy UeISInO |
9007 ‘0¢ dung papuy yeax

sosuadxy feuonaun g §0 JuIwae)g

23noy uoyg My Iy

LoOTLiL ve596%
6LE 8T 0LL0T
i’y 35¥1
L
17T 474
19T 9£7'8
o #9T
6EL'61 TIGEL
$11 irl
¥it 091
g5l
#l'et £0FL
€828 5080t
6EL'Y 85T
8 LEO'TY
9RE'2EY SETE9E
Rgor CTAR
0L1ZY U9+
866'LE ¥T69T
62T 1088 $90°0CES
ugne srusag
“qeqay  sasadeaug
saspdaanny [T
LFIMTY

SOSL303 RUDTISUNY TI0]

uonersadag
STETIRIALRUL OF DITRLSTSS Y
SHUAAXI YLD
suUada 1I8RRNN]
uaneuodsuen weidoly
sasundxa a1NGs A
FIVEINSUL LU0
uonesuadinod 5 530
sasusting M0
s3unsow pue sa0uILo
390p dysIoquialN

rewas wawdinba
pum 3dtRUFUE [N
smmn
sayddng
$ITLAIDS [BUOISTIOL]
$I2TA2S BTUTEHUD]

suerd agn
Pue IUWInYY
qUEy Ao iwy
JJUBINSUI pw
5250 jjoifegd
saueRg
supsuIg parRIy
pue uonesuadwony




The Arc Baton Rouge
Statements of Cash Flows
Years Ended June 30, 2007 and June 30, 2006

2007 2006

Cash Flows From Operating Activities
Increase in net assets $357,057 $48,695
Adjustments to reconcile change in net assels io net
cash provided by operating activities

Depreciation 91,939 99,884
[Loss on disposal/sale of fixed asset 48,000 214
Net unrealized (gain) loss on investinents (6,038) 261

Changes in aperating assets and liabilities
(Increase) decrease in:

Accounts receivable (42,510) {6,034)
Inventory 2,082 (4,029)
Deposits 3,718
Prepaid pension cost (120,043)
Increase (decrease) in;
Accounts payable 5,400 1,101
Accrued expenses 34,273 23,618
Accrued pension cost (172,708} (68.904)
Net cash provided by operating activities 201,172 94 806
Cash Flows From Investing Activities
Proceeds from sale of land 62,000
Purchase of property and equipment, net (37,138) (16,430)
Net change in invesiments (3,43 5,630
Collections on notes receivabie 2439 2,649
Net cash provided (used) by investing activities 23.870 (8.151)
Cash Flows From Financing Activities
Paymenls on nates payable - vehicle (18,089}
Capital lease payments : (10,180)
Payments on line of credit {148,14])
Net cash provided (used)} by financing activities (176,410)
Nef Increase (Decrease} in Cash angd Cash Equivalents 225,042 (89,755)
Cash and Cash Equivalents, beginning of year 326,016 413.77)
Cash and Cash Equivalents, end of year 551,058 326,018
Supplemental Disctosure of Cash Flow Information
Cash paid during tie year for
lnterest — 5,497

The accompanying notes are an integral part of these financial statements,
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The Arc Baton Rouge
Notes to Financial Statemenis
June 30, 2007

Note 1-Nature of Organization

The Arc Baton Rouge (Organization) is a not-for-profit organizalion which promotes, develops, monitors,
supports and directly provides services to improve the well being of people with disabilities and their famities
from East Baton Rouge and surrounding parishes. The Arc Baton Rouge has various funding resources that
includes the Capital Area United Way agency and federal and state contracts and granis.

The Arc Baton Rouge offers the following service programs:

Metro Enterprises. (Metro Business and Merro Habilitation) Day program services offer opportunities for
people (age 22 and over) with mental retardation or other developmental disabilities to become more
independent, imegral and productive members of society. Services include work adjustment training,

communily life enrichment and paid work experience.

The Arc Baton Rouge Children’s Services. (The Arc Early head Start and Child Care Center and Early
Infervention) Promotes the rights and full inclusion of children with special needs and their families.
Together with community partners, the program provides services, supparts and advocacy that inspire our
community and individuals. The program provides child development services through The Arc Early Head
Start and Child Care Center. Early Intervention services are provided for children with disabilities and
families in home and community setting. The program also supports inclusion through training and technical
assistance projects to support Early Childhood teachers and child care providers to include children with
disabilities in naturai settings. The Arc Children’s Services also provide services to famities of children with

disabilities through parent support and training.

Respite Care Programs: Provides reliel for the primary care provides of children and adults with
developmental disabilities, from the everyday care, whether it’s physical assistance, supervision,
accompanying on outings. The support may occur in the individual’s home or in the community or in the
Respite Center. 1t may occur regularly or the family may only request assistance in an emergency situation.
It is the primary objective of Respite to help prevent or delay institutionalization of individuals with
developmental disabiljties.

Louisiana Career Development Cenier: Provides individuals who are deaf or deaf/blind with comprehensive
assessments, travel training, work ethics training (including an internship), individual job placement in area
businesses, and follow-up suppert to employees and employers,

Baton Rouge Vocational Services: Develops and creates employment opportunities for individuals (age 16
and older) with disabilities through partnership with LRS. Provides vocational assessments, job readiness
skills, job placement and training service and follow-up services.

Community Services: Provides disability education to the general public, service referral, advocacy, crisis
assistance, and coordination of volunteer efforts, as well as recreational and leisure aclivities. Works with
other ¢stablished agencies to provide inclusive recreational opportunities for persons with developmental
disabilities, coordinates an array of recreational and special events. Anadaptive swim program with individual
therapy and lessons is offered every summer.

Community Life.  Provides supported living services to adults with developmental disabilities who require
agsistance or support to tive in their own homes in the community. The goal of Community Life is to provide
opportunities and support for individuals in their quest to tive as independently as possible and (o be
successfully included in the community.




The Arc Baton Rouge
Notes to Financial Statcments
June 30, 2007

Note 2-Significant Accounting Policies

A. Basis of Accounting

The financial statements are presented using the accrual basis of accounting.

B. Basisof Presentation

The Organization has adopted Statement of Financial Accounting Standards (SFAS) No. 117, “Financial
Statements of Not-for-Profit Organizations”. Under SFAS No. 117, the Organization is required to report
information regarding its financial position and activities according to three classes of net assets: unrestricted
net assets, lemporarily restricted net assets, and permanently restricted assets. Unrestricted net assets include
those net assels whose use by the Organization is not restricted by donors, even though their use may be limited
in other respects, such as by contract or board designation. Temporarily restricted net assets are those assets
whase use by the Organization has been limited by donors to (a) later periods of time or other specific dates, or
(b} 1o specified purposes. Permanently restricted net assets are those net assets received with donos-imposed
restrictions limiting the Organization’s use of the asset. The Orgamzation does not have any temporarily or
permanently restricted net assets,

C. Dse of Eslimates
The preparation of financtal statements in conformity with accounting principles generally accepted inthe United

States of America requires management {0 make cslimates and assumptions that affect the amounts reported in
the financial statements and accompanying notes. Actual results could differ from those estimates.

D. Cash and Cash Equivalents

The Organization considers ali funds on hand and with financial institutions lo be cash equivalents.
E.  Receivables

The Organization considers receivabies to be fully collectible; accordingly, no allowance for doubtful accounts
isrequired. Ifamounts become uncollectible, they will be charged to operations when that determination is made

F. Inventory

Inventary is stated at the lower of cost or market using the first-in first-out method.

G, lnvestments

Investments in equity securities with readily determinable fair values and all debt securities are carried at fair
value. Fair vaiue is determined using quoted market prices (where available), or if not available, estimated fair
vahies based on quoted market prices of financial instruments with similar characteristics. All other investments
are carried at the lower of cost or market. Recognized gains and losses on investments are reflected in the
statement of activities. Dividends and interest income are recorded during the period earned.

i




The Arc Baton Rouge
Notes to Financial Statements
June 30, 2007

Note 2-Significant Accounting Policies (Continued)

H. Property and Equipment

Property and equipment are recorded at cost. Properly and equipment donated for operations are recorded as
additions to net assets at fair value at the date of receipt and depreciated using the straight-line method of
depreciation over the useful lives of the assets, which range from 5-29 years,

Expenditures for major additions of property and equipment arc capitalized. Expenditures for maintenance and
repairs are charged to expense as incurred,

I.  Suppont

Contributions received and unconditional promises to give are measured at their fair values and are reported as
an increase in net assets. The Organization reports gifts of cash and other assets as restricted support if they are
received with donor stipulations that limit the use of the donated assets, or if they are designated as support for
future periods, When a donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, temporarily restricted net assels are reclassified to unrestricted net assets and reported
in the statement of activity as net assets released from restrictions. Donor-restricted contributions whose

restrictions are met in the same reporting period are reported as unrestricted support.

The Organization reports gifts of goods and equipment as unrestricled support unless explicit donor stipulations
specify how the donated assets must be used. Gifts of fong-lived assets with expHeit restrictions that specify how
the assets are to be used and gifts of cash or other assets that must be used to acquire long-lived assets are
reported as restricted support. Absent explicit donor stipulations about how long those long-lived assets must
be maintained, the Organization reports expirations of donor restrictions when the donated or acquired long-lived

assets are placed in service,

J.  Grant Contracts

The Organization depends significantly on grant contract reimbursementsto carry out its program activities. This
revenue is disclosed as program revenue on Lhe statements of activities.

Grant revenue is recorded as related expenses are incurred, and reimbursement requests are submitted to the
grantor agency.

K. Retirement Plag

The retirement plan is a defined benefit plan which covers substantially all full-time salaried employees.

.. Income Taxes

The Organization is exempt {rom income taxes under Section 501(c)(3) of the Internal Revenue Code and is not
classified as 4 private foundation.




The Arc Baton Rouge
Notes to Financial Statements
June 30, 2007

Note 2-Significant Accounting Policies (Continued)

M. Functional Expenses

The Organization allocates functional expenses primarily by specific identification of program expenses which
nclude salaries of personnel assigned to specific programs. However, certain administrative salaries and related
expenses and other general expenses are allocated using percentages which are adjusted annually. These

percentages coincide with grant agreements and budgets,

M. Reclassifications

Certain reclassifications have been made to the prior year’s financial statements to conform with the current
year’s financial statement presentation. The reclassifications had no effect on net assets or the increase in net

assels.

Note 3-Investments

Investments in money market funds and certificates of deposits are stated at cost and equity investments are stated
at market value as quoted by national publications. At June 30, 2007 and 2006 investments are as follows:

2007 2006
Money Market Funds 362,125 $8,970
Certificates of deposit with maturities from one to
two years and interest rates from 4.0% to 4,.8%. 49,724
Equity investinents - corporate stock 17,277 11,743

19902 70437

Investmentincome from cash equivalents and investments is comprised of the following for the years ended June
30, 2007 and 2006:

2007 2006
Unrestricted
Dividends and interest 36,492 $6,577
Net unrealized gains (loss) 6,034 (261}
Total 12526 6316
Note 4-Note Receivable
2007 2006

The Organization sold facilities on Wayne Drive for $57,000 in 1995 and
financed the sale. Terms arc monthly mstallments of $500, and include
9% interest per annum maturing January, 2016, The nole is secured by

the land and building. $35.664 $38.103




The Arc Batoa Rouge
Notes to Financial Statements
June 38, 2007

Note 4-Note Receivable (Continued)

2008 $2.009
2009 3,182
2010 3,480
2011 3,807
2012 4,164
Thereafter 18,122

35,664

Neote 5-Property and Equipment

A summuary of properly and equipment at June 30, 2007 and 2006, is as folows:

Maturilies of note receivable for the next five years following ending lune 30, are as follows:

007 2006
Buildings and improvements 32,174,627 $2,174,627
Furniture and equipmenl 468,813 519,635
Vehicles 105212 128,597
2,778,652 2,822,859
Less depreciation to dale 1,635,128 1.924.534
843,524 898,325
Land 209,997 319.997
Property and equipment, net 1,053,521 1,218322

Note 6-Line of Credit

The Organization has a line of credit with a financial institution for $200,000, due on demand, of which no
amounts was drawn at June 30, 2007 or 2006. The interest rate at June 30, 2007 and 2006 was at the prime rate.
The line is secured by the building on Kelwood Avenue.

Note 7-Pension Plan

The Qrganization has a Defined Benefit pension plan which covers substantially all of its employces who meet
eligibility requirements. Benefits under the plan are generally based on the employee's compensation during the
highest five consecutive calendar years' salary during the fast ten completed calendar years of service before
retirement. The pension plan is funded in accordance with the requirements of the Employee Retirement Income

Security Act of 1974.

The Organization adopted the recognition provisions of FASB Statement 158 as of June 3¢, 2007, whichrequires
that the funded status of defined benefit pension be fully recognized in the balance sheet as an asset (for
overfunded plans) or as a lability (for underfunded plans).

Pengion expense for the years ended June 30, 2007 and 2006 was $34,308 and $113,006, respecifully.




The Arc Baton Rouge
Notes to Financial Statements
June 30, 2007

Note 7-Pension Plan (Continued)

The following sets forth the plan's funding status and the amounts recognized in the Company's statement of
financial position at June 30, 2007 and 2006 as prepared by Mutual of America.

Funded Status
Benefit obligation at June 30
Fair value of plan assets at June 30

Funded status (defigit)

Prepaid (accrued) benefit cost recognized

in the Statement of Financial Position

Change in benefit oblipation due to
plan amendments
Change due to assumption changes

Assumptions as of June 30
Discount rate
Expected long-term rate of return
on plan assets
Rate of compensation increase per year

QOther Data
Benefit cost
Employer contribution
Employee contribution
Benefits paid

Expected Future Bencefit Payments

2007 200
$£3,261,007 $£3,149,331
3.381.052 2,971,038
120,045 (178,293}
($58,266) ($172,708)
$0
($307,811)
6.25% 6.25%
7.75% 7.75%
4.50% 4.50%
$34,308 $113,006
$148,750 $182,000
None None
$84,999 $41,843

The Organization expects to contribute approximately $120,000 1o the plan in 2008. Benefits expected to be paid
during the ensuing five years and thereafler, are approximately as follows:

Fiscal Year Beginning

July 1, 2007
July 1, 2008
July 1, 2009
July 1, 2010
July 1,2011
71172012 - 2016

June 30, 2006
Disclosure

§172,000
7.000
40,000
94,000
251,000
1,830,000



The Arc Baton Rouge
Nates to Financial Statements

June 30, 2007
Note 7-Pension Plan {Continued)
Plan Assets by Category
As of June 30, 2007 As of June 30, 2006
Amount Percent Amonnt Percent
Equity $1,443 964 42.7} $1,175 861 39,58
Fixed income 1,901,269 56.23 £,760,539 5926
General Account 35,819 1.06 34.608 1.16
Total 3,381,052 100.00 2,971 038 100.00

The Organization’s invesiment strategy is a long-term investment mix of forly percent common stocks and sixty
percent fixed income investments which include bonds and cash equivalents. The permitted range by investment
category is 25% - 75% for common stock and bond funds and up lo 40% for cash equivalent funds.

Expecied Long-Term Rate of Return on Plan Assets Assumption

‘The Expected Long-Term Rate of Return on Plan Assets assumption of 7.75% was selected using the “building
block” approach described by the Actuarial Standards Board in Actuarial Standards of Practice No. 27 - Selection
Economic Assumptions for Measuring Pension Obligations. Based on The Arc Baton Rouge’s investiuent policy
for the pension plan in effect as of the beginning of the fiscal year, a best estimate range was determined for both
the real rale of return (net inflation) and for inflation based on historical 30 year period rolling averages. An
average inflation rate within the range equal to 3.75% was sclected and added 1o the real rate of return range to
arrive al a best estimate range of 6.71% - B.88%. A rate within the best estimate range of 7.75% was selected.

Note 8-Concentration of Risk

At various times during the year, cash and cash equivalents on deposit with one banking institution exceeded the
$100,000 insured by the Federal Deposit Insurance Corporation. Management monitors the financial condition
of the institution on a regular basis, along with its balances in cash and cash equivalents, to minimize potential

risk.

Credil receivables have significant concentrations of credit risk in the govermmental sector in the Baton Rouge,
Louisiana arga. At June 30, 2007 and 2006, the portion of these receivables related to this sector was
approximately 82% and 72%, respectively.

Note Y-Economic Dependency

The Organization receives a majority of its revenue from funds provided through programs administered by the
State of Louisiana and United Way. The program amounts are appropriated each year by the Federal and State
governments and the United Way Agency, If significant budget cuts are enacted at the Faderal and/or State level,
the amount of the funds the Organization receives could be reduced significantly and have an adverse impact on
its operations, Management is not aware of any actions that will adversely affect the amount of funds the
Organization will receive in the next fiscal year.
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Note 10-Contingencies - Federal and State Programs

The Organization participates in Federal and State programs, which are governed by various rules and
regulations. Cosis charged to the grant programs are subject to audit and adjustment by the grantor agency,
therefore, to the extent that the Organization has not complied with the rules and regulations governing the grants,
refunds of any money received and the collectibility of any related receivable at year end may be impaired. In
management's opinion, there are no significant contingent liabilities relating to compliance with the rules and
regulations governing the grants; therefore, no provision has been recorded in the accompanying financial
statements for such contingencies. Audits of prior years have not resuited in any significant disallowed costs or
refunds. Any costs that wouid be disallowed would be recognized in the period agreed upon by the grantor
agency and The Arc Baton Roupe.
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December 10, 2007

Report on Internal Contrel Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Board of Direclors
The Arc - Balon Rouge
Baton Rouge, Louisiana

Menmbers of the Board:

We have audited the financial statements of The Arc Baton Rouge (A Non-Profit Organization)Baton
Rouge, Louisiang, as of and for the year ended June 30, 2007, and have issued our report thereon dated
December 10, 2007. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in  Government
Auditing Standards, issued by the Comptrolier General of the United States,

Internal Control Over Financial Reporting

In plarning and performing our audit, we considered The Arc Baton Rouge’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of The Arc
Baton Rouge's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of The Arc Baton Rouge’s internal control over financial reporting,

Our consideration of internal contrel over financial reporting was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider 1o be sipnificant

deficiencies.

A control deficiency exists when the design or operation of a contro! does not allow management or
cmployees, in the normal course of perfonmning their assigned functions, to prevent or detect misstatements
on a timely basis. A significanl deficiency is a control deficiency, or combination of contro] deficiencies,
that adversely affects the entity 'sabitity fo initiate, authorize, record, process, or report financial data reliably




in accordance with generally accepted accounting principies such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more than inconsequential will not be
prevented or detected by the organization’s internal control. We consider the deficiencies described in the
accompanying schedule of findings and respanses as 2007-1 to be significant deficiencies in infernal over

financial reporting.

QOur consideration of internal contro! over financial reporting was for the limited purpose described in
the first paragraph of (his section and would not necessarily identify ail deficiencies in internal control that
might be significant deficisncies and, accordingly, would not necessarily disclose all significant deficiencies
that are also considered to be material weaknesses. However, we believe that none of the significant
deficiencies described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether The Arc Baton Rouge's, financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contraels, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion,
‘The results of our tests disclosed no instances of noncompliance or other matiers that are required to be

reported under Government Audiling Standards,

This report is intended solely for the information and use of management, Board of Directors, federal
awarding agencices, pass-through entities, and the Louisiana Legislative Auditor and is not intended to be and
should not be used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513,
this report is distributed by the Legislative Auditor as a public document.

Yours truly,

Fhlss Wagmoitl s sl 227
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The Are Baton Rouge
Summary of Current Year Findings
Year Ended June 30, 2007

Findings - Financial Statement Audit
2007-1: Internal Controls
Condition

As part of the audit process, we have always assisted management in drafting the financial statements
and related notes for the year-end audit procedures. The definition of internal control over financial
reporting is that policies and procedures exist thai pertain 1o an entity’s ability to initiate, record,
process, and report financial data consistent wilh the assertions embodied in the annual financial
statements, which for the QOrganization, is that financial statements are prepared in accordance with
generally accepted accounting principles (GAAP). Because our involvement is so key to 1hat process,
there is an indication that the internal controt over financial reporting of the Organization meets the
definition of a significant deficiency as defined above.

Management’s Response

We understand that this “deficiency™ results from new professional standards that have been adopted
by the accounting profession. Significant factors arg as foltows:

» The Organization generates the appropriate financial information to effectively manage its
operations in a timely manner.

+ The resources necessary to prepare financial statements in accordance with generally accepted
accounting principles would not represent responsible stewardship by our management at this

time.

Accordingly, while this finding may be necessary for the professional reasons cited above, we do not
consider our current situation to be “deficient”, and therefore, conclude that the remedying of the
“deficiency” does 10t represent an approach that the Organization should adopt at this time.
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The Arc Baton Rouge
Summary of Prior Year Findings
Year Ended June 30, 2006

No corrective action plan needed by management since no findings were reported and no management letter
was issued.
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